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GENERAL BUSINESS CONDITIONS 



security prices, stock exchange trading, commodity 
prices, and the value of building permits. The excep- 
tions are the average price of railroad stocks which con- 
tinues low: the yield of ten railroad bonds, which being 
high reflects the exceedingly low prices of the bonds; 
and finally, pig-iron production, and unfilled orders of 
the United States Steel Corporation, which are now 
rapidly coming into line with other indices of business 
activity. 

It is illuminating at the present time to take stock of 
the progress made toward readjustment of business 
from a war to a peace basis. A review of business con- 
ditions since the signing of the armistice will be found 
on pp. 9-12 of this Supplement. 

As we have stated in previous Supplements, the 
foreign financial and industrial situation has an im- 
portant bearing upon the business conditions of the 
United States. It is important to note that the increase 
in commodity prices during the past four months has 
not been limited to the United States. There have been 
increases in Canada, England, France, Italy, and other 
countries. For instance, the London Economist com- 
modity price index for England stood at the record 
figure of 6503 on August 30 compared with 6400 on July 
31 and 6188 on June 30. Concurrently with the in- 
crease of commodity prices in England there has been 
an increase of government currency notes. Likewise, 
in France there has been a continued increase of the 
notes of the Bank of France. On account of the special 
importance to the United States of the financial policies 
of England and France we have made an analysis of the 
condition of the central banks of the three countries. 
This analysis will be found on pp. 13-25 of this Sup- 
plement. 

Our examination of current statistics leads us to 
conclude that the recession in speculative activity and 
prices during the latter part of July and early August 
was temporary. Likewise, the recession in commodity 
prices during the latter part of August, as shown by 
Bradstreefs index of September 1, appears also to be 
temporary. A continuation of speculative and business 
activity and of high, although not necessarily higher, 
commodity prices is indicated by our analysis of current 
data and economic conditions. 



II. THE THREE GROUPS OF SERIES 

Group A 

Chart II shows the monthly fluctuations, since 
November 191 8, of the following series of business 
statistics, corrected for seasonal variation and secular 
trend: 

New York bank clearings. 

Price of twenty industrial stocks. 

Shares traded on the New York Stock Exchange. 

The value of building permits in twenty leading cities. 

The yield of ten railroad bonds (reversed). 

During the period 1903-14 these five series moved in 



general together, reflecting speculative activity and 
forecasting the movement of Group B. 

Not quite the same can be said of the period since 
November 1918. The price of twenty railroad stocks, 
also included in this group for the pre-war period, is 
temporarily excluded; owing to government control of 
railroads and the special questions now agitating the 
railroad world, it does not appear at present to contrib- 
ute significantly to the index of general business condi- 
tions. The yield of ten railroad bonds, although shown 
on the chart, is obviously out of line with the companion 
series, owing partly to the considerations affecting rail- 
road stocks, and largely also to the influence of govern- 
ment war bond issues and the great foreign demand for 
American capital. Finally, at the signing of the armis- 
tice, the value of building permits stood at a much lower 
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Chart II. — Corrected Series of the Speculative Group (A). 
(1) New York Clearings, (6) Building Permits, (8) Shares Traded, 
(12) Yield of 10 Railroad Bonds, reversed, (18) Price of Industrials. 
The heavy shaded line represents the average of series 1, 8, and 18. 

level than the remaining series, as a result of government 
restrictions in war time. Ever since it has been rapidly 
recovering, and especially since March it has risen with 
a rapidity unequaled by any other series. 



THE REVIEW OF ECONOMIC STATISTICS 



The other three series, New York clearings, shares 
traded, and price of industrials, agree in showing per- 
sistent stability from November to February and a 
strong upward sweep until August. It is the average of 
these corrected series which is taken at present as a fair 
indication of speculative activity since November 1918, 
and which, as shown by the shaded line (A) on the chart, 
continued its upward movement in July and receded in 
August. 

In August New York clearings, shares traded, price of 
indtistrial stocks, and the yield of ten railroad bonds 
(reversed) all moved together, each showing a recession. 
This recession began in the latter part of July and 
appears to have ended in mid-August. The value of 
building permits, unlike the other series, increased 
appreciably. 

The recession in August appears to be a temporary 
hesitation in an upward movement. Interpreted on 
the basis of the pre-war sequence any recession in the 
speculative group must persist for some months before 
we may conclude that there will follow a like recession 
in commodity prices. Consequently, we conclude that 
a period of strong commodity prices and continued 
industrial activity may be expected. 

Group B 

Charts III and IV show the monthly fluctuations, 
from November 1918, of the following seven commodity 
price and production series, corrected for seasonal varia- 
tion and secular trend: 

Bank clearings outside New York City. 

Bradstreet's index of commodity prices. 

Bureau of Labor index of wholesale prices. 

Business failures (reversed). 
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Chart III. — Corrected Series (entering the average) of the 
Commodity Price and Production Group (B). 
(3) Outside Clearings, (4) Bradstreet's Prices (pertains to first day 
of month). 

The heavy line represents the average of series 3 and 4, the data 
for series 4 having been adjusted by taking the means of pairs of 
consecutive items of the corrected series. 



Merchandise imports of the United States. 

Production of pig iron. 

Unfilled orders of the United States Steel Corporation. 

These series fluctuated roughly together during the 
pre-war period, reflecting industrial activity, and lag- 
ging behind Group A. 

For reasons incident to the readjustment from war to 
peace conditions, the last four of these series seem tem- 



CORRECTED ITEMS OF VARIOUS SERIES OF BUSINESS STATISTICS * 

(Cycles) 





GROUP 


A 








GROUP 


B 






GROUP 


c 


New 

York 

clearings 


Price of 
indus- 
trial 
stocks 


Shares 
traded 


Building 
permits 


Yield 
on ten 
railroad 
bonds 


Outside 
clearings 


Brad- 
street's 
prices 


Bureau 

of Labor 

prices 


Business 
failures 
(Brad- 
street) 


Imports 


Produc- 
tion of 
pig iron 


UnfiUed 

orders 

U. S. S. C. 


Rate on 
four-to- 
six 
months 
paper 


Rate on 

sixty-to- 
ninety 
day 
paper 


Dividend 

pay- 
ments % 


+1.0 


+ -7 


+ .1 


-3-8 


- -9 


+ -7 


+ 2.0 


+ 2.4 


-4.2 


+ I.I 


+ .8 


+ .5 


+ I.O 


+1.1 


+1.0 


+1.1 


+ -5 


- -3 


-3-7 


- -3 


+ -7 


+ 2.2 


+ 2.4 


-5-o 


- -7 


+ -9 


+ .2 


+ 1.0 


+ -7 


+I.I 


+1.1 


+ -4 


- -3 


-3-o 


+ .2 


+ -9 


+ 1.4 


+1.6 


-6.0 


- .8 


+ -7 


— .1 


+ -9 


+ -9 


+i-S 


+1.1 


+ -5 


- -3 


-2.4 


+1.0 


+ -3 


+ .1 


+ .6 


-4-5 


+ -3 


+ -3 


- -4 


+1.1 


+i-3 


+1.0 


+1.4 


+ -9 


+ 1.0 


— 2.1 


+i-3 


+ -7 


- .6 


+1.2 


-4.6 


+ -4 


— .1 


- -7 


+1.0 


+i-3 


+1.0 


+i-7 


+i-3 


+2.1 


- .8 


+i-S 


+ .6 


- -5 


+ 1.8 


-4.6 


+1.4 


— 1.0 


— 1.0 


+1-3 


+1.4 


+ -4 


+2.3 


+2.0 


+2.9 


+ .8 


+1.1 


+ 1.9 


- -5 


+ 2.6 


-4.6 


+3-8 


-i-7 


— 1.2 


+i-3 


+1.6 


— .1 


+ 2.8 


+ 2.4 


+ 2.7 


+ 2.2 


+ 1.0 


+ 2.0 


+ .8 


+ 2.4 


-4-5 


+ 2.6 


-1.4 


— 1.0 


+1.6 


+1.9 


— 1.0 


+3-6 


+ 2.9 


+ 2.9 


+ 2-3 


+ 1.6 


+ 2.8 


+ 2.0 




-4.8 


+4-6t 


- .8 


- -7 


+ i-3 


+ 1.4 


.0 


+ 2.9 


+ 2.4 


+ 1-5 


+4-4t 


+ 2.6 


+ 3-2 


+3-7 
+ 2.7 




-4-3 


+3-ot 


- -3 


- -4 


+ -9 


+ .8 


+ -3 



1918 

November . 
December . 

1919 

January . . . 
February . . 

March 

April 

May 

June 

July 

August 

September . 



* These figures, which are plotted on Charts II-V, represent the 
trend of the series when the original data shown on the preceding pages 
have been corrected for seasonal variation and secular trend, as de- 
scribed in the April Review, p. 139, and the Monthly Supplement 
for July, pp. 7-10. 



f Preliminary figure. 

{ In this number of the Supplement a change has been made in 
the method of presentation of this series. The corrected items are 
now computed from the three months moving averages, centered, of the 
actual items. 



GENERAL BUSINESS CONDITIONS 



porarily unreliable as indices of general business condi- 
tions for the period since November 1918. These are, 
accordingly, plotted separately on Chart IV. Business 
failures (reversed on the chart) have been on an ex- 
ceedingly low level ever since 191 7, and on this level 
their fluctuations have not their customary significance. 
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Chart IV. — Corrected Series (not entering the average) of 
the Commodity Price and Production Group (B). 
(2) Production of Pig Iron, (5) Imports, (9) Unfilled Orders IT. S. 
Steel Corporation (pertains to last day of month), (n) Bradstreet's 
Business Failures, reversed, (16) Bureau of Labor Prices. 

The status of merchandise imports has been greatly 
affected by government trade restrictions and their 
recent relaxations, the change in price level, and the 
new position of America in international finance; 
furthermore, the figures for any one month have re- 
cently been liable to exceptional fluctuations in either 
direction because of labor difficulties, especially in the 
shipping and coal mining industries. Pig-iron pro- 
duction and unfilled orders of the United States Steel 
Corporation, which were much swollen by war require- 
ments, have been especially affected by readjustments 
to peace conditions. The similarity of their trends to 
those of the broader series of Group B is marred chiefly 
by the continued downward trend from February to 
May, in contrast with the stability or upward trend of 
the other series. These series appear now, however, to 
have resumed their usual status in Group B. 

The two commodity price indices and bank clearings 



outside New York City show a reasonably close conform- 
ity for the whole period, and for the time are regarded 
as reasonably representing the trend of industrial ac- 
tivity. In August, however, outside clearings and Brad- 
street's prices moved in opposite directions. These 
two are shown, with their average, in Chart III. From 
this average the Bureau of Labor price index (see Chart 
IV) is excluded merely because its late publication does 
not permit its use for the last two months. 

Group C 

The banking and financial group employed in the 
pre-war period included the following five monthly 
series : 

Loans of New York City Clearing House banks. 

Deposits of New York City Clearing House banks. 

Rate of interest on four-to-six months commercial 
paper. 

Rate of interest on sixty-to-ninety day commercial 
paper. 

Dividend payments by industrial corporations. 

These series tended to fluctuate together, and their 
fluctuations lagged behind those of the industrial 
group. 

Since the armistice the loans and deposits series have 
tended moderately upward. Discount rates, after a 
drop in November and December from the high point 
reached earlier in 1918, have also tended moderately 
upward since January, although with slightly more 
irregularity. All the figures for July and August show 
a halt in this upward tendency. The seasonal tenden- 
cies exhibited by discount rates in pre-war days, but 
largely absent during the war, have not yet reappeared 
under the federal reserve system. If they prove to be 
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Chart V. — Corrected Series of the Financial Group (C). 

(13) Rate on 4-6 Months Paper, (14) Rate on 60-90 Day Paper, 
(17) Dividend Payments, three months averages. 

seriously modified from their pre-war tendencies, a 
change in the corrections of these series will be called 
for and their trend will be correspondingly modified. 



THE REVIEW OF ECONOMIC STATISTICS 



Dividend payments by industrial corporations, while 
fitting in roughly with the bank series in pre-war years, 
have persistently shown erratic month-to-month ten- 
dencies, even when corrected for their marked seasonal 
variation (see the April Review, pp. 164, 165, 205). 
The present year is no exception. On the whole, the 
figures have been lower from March to July than in the 
first four months of the armistice. The September 
figure, already announced, was exceeded only by the 
figures for September 1916 and 1917. Quarterly moving 
averages have been substituted for the monthly figures. 
The August increase may or may not be significant, but 
this series shows, as the four bank series do not yet 
clearly show, the tendency to follow the movements of 
Group B after an interval of some months, which was 
typical in the pre-war period. 

Chart V shows the trend of the discount rates series 
and dividend payments series, corrected for seasonal 
variation and secular trend. 

III. THE INDIVIDUAL SERIES 1 

(A) The Speculative Group 

New York bank clearings for August were 11 per cent 
below those for July. Usually the figure for August is 
about 6 per cent below the July figure. Monthly clear- 
ings increased steadily since February to a record fig- 
ure of $21,880,000,000 in July, but in August receded 
to $19,530,000,000. Usually September clearings are 
slightly under those for August, and October clearings 
are 20 per cent above those for September. 

The average price of twenty industrial stocks for August 
was $103.70 compared with $109.70 for July. There 
was a strong upward movement between February and 
July, when the average increased from $82.40 to the 

1 Monthly figures from November 1918 are given in the accom- 
panying table. For monthly data 1903-18, see The Review of 



record figure of $109.70. The upward movement since 
February was preceded by a more gradual upward 
swing from the low point of $70.20 touched in Decem- 
ber 1917. The recession in August 1919 was apparently 
temporary. Since August 20 when the daily average 
receded to $98.46 there was a rally to $108.81 on Sep- 
tember 16. As yet there is no convincing sign that 
present or higher levels will not be maintained for some 
months. 

The number of shares sold on the New York Stock 
Exchange was 24,430,000 in August, a decrease of 29 
per cent compared with July. Usually, the volume of 
sales in August is a third more than that in July, and 
that in September is 10 per cent under August, although 
the volume of sales does not vary systematically. The 
July figure constituted a record for July sales, and was 
surpassed only in January 1906 and November 191 6. 

The value of building permits issued for twenty leading 
cities was $75,900,000 for July compared with $77,800,- 
000 for June. This was a decrease of 2 per cent, whereas 
usually July is 9 or 10 per cent under June. In seven 
months this item rose uninterruptedly from a record 
minimum to a height surpassing every previous month 
except the record maximum of July 19 16. The pre- 
liminary figure for August shows a total of $96,100,000, 
the increase from July being chiefly due to exceptionally 
large figures for New York City. The August figure is 
27 per cent above the July figure although August is 
usually less than July. The September figure is usually 
3 per cent less than that in August. 

Various journals have referred to the present building 
" boom." Although total values of permits are at rec- 
ord figures so also is the cost of building. The physical 
amount of building is not greater than it should be at 
the present time with normal business activity. Con- 

Economic Statistics, at pages shown in the table at the end of this 
section. 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1918-19* 



GROUP A 



New York 

clearings 

(Units of 

$10,000,000) 



1918 



Price of indus- 
trial stocks 
(Units of ti) 



1919 1018 



Shares traded 

(Units of 
10,000 shares) 



1019 1918 



Building permits 
(Units of 
$100,000) 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



1919 1918 



Price of twenty 

railroad stocks 

(Units of $1) 



1919 1918 



GROUP B 



Outside 

clearings 

(Units of 

$10,000,000) 



1919 1918 



Bradstreet's 

prices * 
(Units of $1) 



1919 1918 



Bureau of 
Labor prices % 

(Units of 
one per cent) 



919 1918 



January . . 
February 
March . . . 

April 

May 

June 

July 

August . . 
September 
October . 
November 
December 



1786 
1419 
1649 

1733 
1888 

1975 
2188 

1953 



1472 
1226 

1384 
1409 

1556 
i486 
1540 
1496 
1366 
1692 
1561 
1666 



81.6 
82.4 
86.5 
91.2 

99-4 
103.6 
109.7 
IQ3-7 



76.6 
80.0 
78.0 
77.6 
81.0 
80.4 
81.8 
82.0 
82.5 
86.2 
84.0 
82.5 



1186 
1221 
2140 
2859 

344i 
3286 

345o 

2443 



1362 
1142 
842 
740 
2114 
1177 

845 

689 

776 

2067 

1465 
1192 



134 
207 

328 

495 
640 

778 
759 
9 6it 



212 

173 
190 
286 
259 
243 
246 
225 

185 

118 

81 

85 



5-13 
5-24 
5- 2 9 
5-3i 
5.26 

5-24 
5-33 
5-47 



5-25 
5-27 
5-32 
5-37 
5-29 
5-37 
5-43 
5-47 
5-5i 
5-39 
4.98 
5. 06 



82.8 
83.1 
84-3 
84.6 
88.4 
88.7 
88.3 
82.6 



79.1 
80.2 
80.7 
79.1 
81.8 
83.0 
82.8 
84.4 
854 
88.4 
89.0 
85.6 



1456 
1160 

1359 
1326 
1428 
1449 
1562 
1516 



1 183 
1000 
1224 
1239 
1271 
1246 

1324 
1320 
1271 
1516 
1375 
1415 



18.53 
17.63 
17.22 
17.28 
17.24 
18.09 
18.90 
20.00 
19.47 



17.96 
18.08 
18.05 
18.44 
18.89 
18.98 
19.18 
19.12 
19.05 
19.02 
18.91 
19.02 



273 
266 
270 

274 
280 

279 



250 
253 
253 
258 
258 
261 
268 

273 
280 
276 

279 

279 



* Data are monthly averages or aggregates except for two series: 
Bradstreet's prices relate to the first day of the month, and Unfilled 



orders of the United States Steel Corporation to the last day of the 
month. f Preliminary figure. | Base,i890~99. 



